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OATH OR AFFIRMATION
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(a) Facing Page.

(b) Statement of Financial Condition,

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursnant to Rule 15¢3-3.

(1) Information Relating to the Possession or Contro! Requiremenis Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(l) An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report. )

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit,
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Chawla Group CPAs, LLC

2182-D Gladstone Ct., Glendale Heights, IL 60139
(630) 622-0045 Fax: (630) 622-0048

INDEPENDENT AUDITOR'S REPORT

To the Members
Tradeworx Securities, LLC

We have audited the accompanying balance sheet of Tradeworx Securities, LLC (the Company) as of
December 31,2007, and the related statement of operations, changes in member’s equity, and cash flows
for the year ending December 31, 2007. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financia!l statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Tradeworx Securities, LLC as of December 31, 2007, and the statement of
Operations, changes in member's equity and its cash flows for the period January 1, 2007 through
December 31, 2007 in conformity with generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The computation of net capital listed in the accompanying notes is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is additional information
required by Rule 17a-5 under the securities Exchange Act of 1934. Such Information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and , in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

CAL Loy O

Chawla Group CPAs, LLC
Glendale Heights, lllinois
February 18, 2008




TRADEWORX SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS
CURRENT ASSETS
Cash & Cash Equivalents 5 132,176
Referral fees receivable . 5,018
TOTAL CURRENT ASSETS 137,185
TOTAL ASSETS $ 137,195
LIABILITIES
Accounts Payable $ 150
TOTAL LIABILITIES 150
MEMBER'S EQUITY
Equity 137,045
TOTAL MEMBER'S EQUITY 137,045
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 137,195
See notes to financial statements
2



TRADEWORX SECURITIES, LLC
STATEMENT OF OPERATIONS
JANUARY 1, 2007 THROUGH DECEMBER 31, 2007

REVENUES
Referral Fees
Other income

TOTAL REVENUES

EXPENSES

Insurance

Telephone and Data Processing
Rent

Professional Fees

Fees and Registration

Utilities

TOTAL EXPENSES

NET INCOME(LOSS)

63,577
35,000

$___ 98577

13,025
11,959
10,170
9,878
1,838
1,603

$_ 48473

$__ 50,104




TRADEWORX SECURITIES, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY
JANUARY 1, 2007 THROUGH DECEMBER 31, 2007

Beginning Balance 3 86,941
Net Income(Loss) 50,104
Ending Balance $ 137,045

See notes to financial statements



TRADEWORX SECURITIES, LLC
STATEMENT OF CASH FLOWS
JANUARY 1, 2007 THROUGH DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to reconcile net income
to net cash:
(Increase) decrease in:
Referral Fees Receivable
Increase (decrease} in:
Accounts payable

NET CASH USED BY OPERATIONS

NET INCREASE (DECREASE) IN CASH
CASH AND CASH EQUIVALENTS - BEGINNING

CASH AND CASH EQUIVALENTS - ENDING

See notes to financial statement.

50,104

(2,654)

(4,850)

42,600

42,600

89,576

132,176




TRADEWORX SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE A: DESCRIPTION OF BUSINESS

Tradeworx Securities, LLC (the "Company”) is a broker- dealer registered with the Securities and Exchange
Commission{SEC). The Company is also a member of the Financial Industry Regulatory Authority. (FINRA).
The Company’s operations consist primarily of developing and licensing software, to be utilized by third party
broker dealers.

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES

Referral Fees Receivable

All receivables relate to signed agreements between the client and customers.

Referral Fees Revenue

Referral fees are received monthly and recognized as eamed. Fees are based on terms of the client
agreements.

Income Taxes

No provision for federal and state income taxes has been recorded because the Company, as a limited

liability company, has elected to be taxed as a partnership. Accordingly, the individual member reports the
Company's incorme or loss on the member's income tax return ’

NOTE C: NET CAPITAL REQUIREMENT

The Company is a member of the Financial Industry Regulatory Authority, and is subject to the Securities
and Exchange Commisision Uniform Net Capital Rule 15¢3-1. This Rule requires the maintainance of
minimum net capital and the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1 and that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1. At December 31, 2007, the Company's net capilal was $132,027,
which was $127,027 in excess of its minimum requirement of $5,000. {See Note H)



NOTE D: MAJOR CUSTOMERS

The Company received commission income from one customer aggregating substantially all revenue for
the period ended Dcember 31, 2007

NOTE E: CONCENTRATIONS OF CREDIT RISK

The Company maintains its cash balance in a financial institutions. The balance s insured by the Federal
Deposit Insurance Corporation up to $ 100,000. At times, the balance may exceed Federal limits.
Management does not anticipate any losses as a result of this concentration.

NOTE F: RELATED PARTY TRANSACTIONS

Persuant to an administrative service agreement between the Company and its parent, Tradeworx Inc.
The company pays a monthly administrative fee for utilizing certain source of the parent. The Company
was charged $34,924 for the year ended December 31, 2007 for the use of the office, utilities, etc. The
Company is wholly owned by Tradeworx Inc.

NOTE G: EXEMPTION FOR RULE 15¢3-3

The Company is exempt from the SEC Rule 15¢-3-3 pursuant to the exemptive provisions of sub-
paragraph {(k)(2)(i). The Company does maintain a Special Reserve Bank Account for the Exclusive
Benefit of Customers, There was no balance in the Special Reserve Bank Account as of December 31,
2007.



NOTE H: COMPUTATION OF NET CAPITAL

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES

AND EXCHANGE COMMISSIONS
December 31, 2007

Member's equity

Less nonallowable assets
Referral fee receivable

137,045

{5,018)

Net Capital

132,027

Aggregate indebtedness
Computes minimum net capital required
(6 2/3% of Aggregate indebtedness)

Minimum Net Capital Required (under SEC Rule 15¢3-1)

Excess net capital (132,027 - 5,000)

150

10

5,000

127,027

Percentage of Aggregate indebtedness to net capital
150

132,027

0%

There are no differences between the computation of net capital presented above and

the computation of net capital in the Company's unaudited Form X-17A-5, Part li- A filing as of

December 31, 2007



Chawla Group CPAs, LLC

2182-D Gladstone Ct., Glendale Heights, IL 60139
(630) 622-0045 Fax: (630) 622-0048

To the Members of
Tradeworx Securities, LLC

In planning and performing our audit of the financial statements of Tradeworx Securities, LLC

(the "Company”) for the period January 1, 2007 through December 31, 2007, we considered its
internal control structure, including procedures for safeguarding customer and firm assets, in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control structure.

We have made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by the Corporation that we considered relevant to the objectives
stated in making (1) the periodic computations of minimum financial requirements pursuant to SEC
Rule15¢3-1. ‘

The management of the Company is responsible for establishing and maintaining an internai control
structure and the practices and procedures referred to in the preceding paragraph. In fuffilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of internal control structure policies and procedures and of the practices
and procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the above mentioned objectives. Two of the objectives of
an interal control structure and the practices and procedures are to provide management with
reasonable, but not absolute assurance that assets for which the company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit preparation of
financial statements in conformity with generally accepted accounting principles. Regulations lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate because
of changes in conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements does not reduce to a relatively
low level the risk that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However we noted no
matters involving the intemal control structure including procedures for safeguarding customer and
firm assets that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in

)



accordance with the Securities exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study we believe that the
Company's practices and procedures were adequate at December 31, 2007 to meet the SEC’s
objectives.

This report is intended solely for the use of management and other regulatory agencies that rely on
SEC’s Regulations and should not be used for any other purpose.

(el Gas (o

Chawla Group CPAs, LLC
Glendale Heights, lllinois
February 18, 2008

10



